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Highlights of the Year’s Consolidated Operations 


YEAR ENDED DECEMBER 31, 1967 
(SOO0’s omitted) 


Sales 
Net earnings 
Earnings: 
Per dollar of sales 
Per share of common stock . . 
Dividends paid per share of common stock. . . 
Current assets . . 
Current liabilities . . 
Working capital . 
Common shareholders’ equity . . . 
Total common shares outstanding at December 31 
Equity per share of common stock outstanding . 
Production: 
Uranium oxide (pounds) . . 
Copper in concentrate (pounds) . 
Zinc in concentrate (pounds) . 
Specialty steel (tons) . 


Number of employees at December 31 


LIC? 


149,848 


E259 


7.5% 
94¢ 
40¢ 

124,473 
48,732 
75,741 

135,879 

2724 9.09 


$11.09 


AN STAO ROS: 
B27 00,207 
19,980,149 

135,302 


Or Z ko 


1966 
147,080 


9.502 


6.4% 
82¢ 
40¢ 

[03,627 
57,058 
46,169 
68,436 

10,716,422 


$8.25 


2,843,855 
26,884,130 
25/97 0,000 

141,875 


5,290 
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The Company will hold an Annual and General Meeting on Tuesday, 
April 2, 1968 at 10:30 a.m. Eastern Standard Time, in the Ontario Room, 
Royal York Hotel, 100 Front Street West, Toronto, Ontario, Canada. 


The Annual Meeting 


Directors’ Report 


Your directors are pleased to submit this report on the 
Operations and financial position of the Company for the 
year ended December 31, 1967. 


Financial 

The Company's consolidated net earnings for 1967 
amounted to $11,259,000 as compared with $9,352,000 
for the previous year. The net earnings for 1966 are after 
allowing for a non-recurring charge against income of 
$1,075,000 representing start-up costs of the Tracy plant 
incurred prior to December 31, 1964. Net earnings per 
share on the average number of common shares out- 
standing during 1967 were 94¢ as compared with 82¢ 
per share in 1966, in both cases after providing for divi- 
dends on preference shares issued in April, 1966. 

Comparative net earnings from operations before 
deduction of the non-recurring charge in 1966 referred 
to above, increased by $832,000. This improvement is in 
large measure the result of an increase of $1,111,000 in 
steel division operating profits. Mining division profit 
declined by $182,000. Net interest costs, corporate ex- 
penses and taxes, as a group, increased by $97,000. 

The Company successfully completed a rights issue in 
October, 1967. Shareholders were given the right to sub- 
scribe for one additional common share for each seven 
shares then held at a subscription price of $28.50 (Cdn.) 
or of $26.50 (U.S.) per share. The total number of addi- 
tional shares issued was 1,531,116; the proceeds of 
$43,674,000 were added to the Company’s working 
capital and the total expenses of issue, including under- 
writing commission, of $1,463,000 were charged to 
retained earnings. 

During 1967 preference and common dividends of 
$5,463,000 were paid, comprising preference dividends 
of $870,000 and dividends on common shares. of 
$4,593,000. Dividends on common shares were paid at 
the same rate of 40C per share as in 1966, although the 
total amounts paid out in 1967 on both classes of stock 
were somewhat higher than in 1966. The reasons are 
that a full year’s preference dividend payment of $5.80 
per share was required in 1967 and the common divi- 
dend paid in December, 1967 applied to the increased 
number of such shares outstanding as the result of the 
rights issue. 

Bank loans were reduced during the year from 


$17,318,000 to $14,382,000. Of the reduction, $1,950,000 
relates to term loans for Anglo-Rouyn and Poirier. 

The Company's working capital increased by $29,572, 
OOO during 1967, due primarily to the proceeds from the 
common share rights issue, and totalled $75,741,000 at 
the end of the year. The net excess of assets over liabili- 
ties increased by $47,443,000 to a total of $150,879,000. 

Under the terms of its uranium sales contract with 
Eldorado Mining and Refining Limited, net advance 
payments of $16,200,000 became due in 1967 and were 
applied against uranium deliveries made in 1967. 
Advance payments of $13,263,000 remain to be repaid, 
of which a net amount of $11,138,000 will be paid by 
application against deliveries to be made in 1968. 


Uranium 

At Elliot Lake, the rehabilitation of the old Quirke mine, 
the preparation of the new Quirke mine for operation and 
the rehabilitation of the Quirke mill are proceeding on 
schedule. The transfer of operations from Nordic to 
Quirke is thus expected to take place in mid-1968 with- 
out interruption. The Company is also developing plans 
which will place it in a position to re-open certain of its 
idle mines in the most efficient and economic manner 
when market requirements warrant. 

As previously announced, a letter of intent was re- 
ceived in September, 1967 from a group of eight Japan- 
ese utilities for the purchase of 10 million pounds of 
Uranium oxide (U308) concentrate to be delivered in 
equal annual quantities over the period 1969-1978. The 
formal contracts were signed in January, 1968. These new 
contracts, together with agreements negotiated in 1966 
and those carried forward from prior years, increased the 
Company's total future delivery position to more than 50 
million pounds of U3Os. This provides assurance of un- 
interrupted continuity of uranium production for many 
years. 

In accordance with the terms of the master Eldorado 
contract, deliveries of the lower priced parcels will com- 
mence in the second half of 1968 and will be completed 
in 1971. An amount of one million pounds will be de- 
livered to the Japanese utilities beginning In 1969; small 
initial deliveries will be made under the Ontario Hydro 
contract in 1970 and will gradually increase thereafter. 
Deliveries under the 1966 contract with the United King- 
dom Atomic Energy Authority will begin in 1973, or, at 


New Quirke uranium mine head frame, hoist building, 
and related facilities 
under construction at Elliot Lake. 


the Company’s option, in 1972, at an annual rate of 2.0 
million pounds per year. 
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ala acini he Company has had discus- 


sions with potential customers overseas and in the 
United States although the current policy of the U.S. 
Atomic Energy Commission prohibits the enrichment of 
imported uranium in the United States for domestic 
(U.S.) consumption. 


Exploration 

The 1967 programme centred on the search for uranium 
and base metals in the United States and Canada. Several 
long term programmes were initiated in 1967 and it is 
expected that the level of exploration activity and of 
expenses In 1968 will be about the same as in 1967. 
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The Company owns 4% of the shares of Lornex 


Mining Corporation Ltd. The Lornex property is located 
in the Highland Valley area of British Columbia and con- 
tains a large low grade copper deposit together with minor 


molybdenum values. T ion pro- 
gram r the deposit 
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The Company's exploration expenditures, exclusive of 
exploratory development work at Lornex and Utah, were 
$1,026,000, compared with $627,000 in 1966. 


Steel 


The significant increase in the steel division earnings is 
attributable in large measure to improved operating 


results of the Tracy plant. Provided that general economic 
conditions are favourable, further improvement is ex- 
pected for the division in 1968. 

The construction programme at the Tracy plant is now 
virtually complete, with the exception of the installation 
of a vacuum degassing unit which will be completed 
during 1968. 

Steel technology has experienced major and rapid 
changes and the requirement for higher quality products 
to meet Increasingly stringent specifications has become 
an accepted part of the specialty steel industry. Because 
of the need to maintain totally competitive technological 
capability and of the economic benefits which can be 
derived. | pany’s product line, in- 


Other Interests 
The Company continued to provide supervisory manage- 
ment and other services to British Newfoundland Cor- 
poration Limited (Brinco) and Churchill Falls (Labrador) 
Corporation Limited during 1967. In accordance with the 
terms of the agreement signed in February, 1967, payment 
of the management fee, which will be retroactive to 
November 1, 1966, will resume at such time as Churchill 
Falls receives proceeds of long term debt financing relative 
to the power project in Labrador. Churchill Falls did not 
undertake such financing in 1967. Pursuant to its agree- 
ment the Company was reimbursed for its out of pocket 
expenses incurred in providing the stipulated serVices. 
During the year, Churchill Falls reorganized its capital 
structure by subdividing each common share into two 
common shares. It also converted to shares certain loans 
from shareholders and issued to existing shareholders on 
a pro rata basis a further 2,500,000 common shares at 
$15.00 per share. The Company subscribed for the 
262,200 shares to which it was entitled. These shares 
were paid up to the extent of 10%; the balance of 90% 
of the total subscription price of these shares, amounting 
to $3,539,700, was advanced to Churchill Falls in the 
form of an interest-bearing loan. 


Work on the development of the 5,225,000 kilowatt 
hydro electric generating plant on the upper Churchill 
River in Labrador is progressing satisfactorily in accord- 
ance with a schedule designed to enable initial deliveries 
of power to be made in 1972. 


Hot planetary mill at Atlas Steels’ Tracy plant 
~ where 5-inch thick stainless steel slab is reduced 
— a to.%-inch thickness. 
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Earnings Trend 

The impact of lower average selling prices of certain 
uranium poundage which will be produced for delivery 
under the Master Eldorado contract commencing in 1968 
will be offset in part by the commencement of deliveries 
of uranium to the Japanese utilities in late 1969, and to a 
lesser extent by the commencement of deliveries to 
Ontario Hydro. 

Average copper prices in 1967 were lower than in 1966, 
although current prices are higher than at the beginning 
of last year. It is difficult to predict copper prices for 1968 
and subsequent years because they are subject to a wide 
variety of diverse and unpredictable factors. 

Major improvements have been achieved in Steel Divi- 
sion operations as evidenced by the improvement of 


The long term outlook for uranium operations con- 
tinues to be promising. The Company has developed a 
satisfactory forward commitment base; it has substantial 
uncommitted reserves and long term production capacity 
and it has a reasonable amount of short term capacity 
available for sale if market conditions present Opportun- 
ities consistent with the Company’s marketing policies. 


Carter Report 

At the last annual meeting reference was made to what 
are considered to be the principal fallacies in the Carter 
Commission report and to the detrimental impact on the 
natural resources industry and the nation’s economic 
position if the report were adopted. Since that time the 
balance of responsible statements has been overwhelm- 


Auditors’ Report 


To the Shareholders of Rio Algom Mines Limited : 


ingly against the recommendations contained in the re- 
port. As Canadians, we should be most concerned about 
any action that would seriously reduce the incentive for 
investing in natural resource industries, which have al- 
ways been a cornerstone of the country’s economy. It has 
been made abundantly clear during the past year that the 
adoption of the Carter recommendations relating to the 
mining industry would result in a serious curtailment of 
exploration and development. 


Organization 

Reference was made in the Chairman’s letter last year 
to the retirement of Mr. W. B. Malone as First Vice-Presi- 
dent on March 31, 1967. Mr. Malone made a most valu- 
able contribution to the Company’s progress as an officer 
and a director throughout the long period of his associa- 
tion with Rio Algom and its predecessor companies. Mr. 
Malone does not plan to stand for re-election as a Direc- 
tor of the Company. 

It is intended that the vacancy on the Board of Direc- 
tors created by Mr. Malone’s retirement will be filled by 
Mr. George R. Albino, who is Vice-President and Execu- 
tive Assistant to the President. 

The Company owns or controls natural resources and 
specialty steel manufacturing and distribution facilities of 
major current and potential value. It has organized itself to 
develop and utilize these resources and facilities by 
orderly, responsible and profitable means. As a result of 
this activity it now has an organization comprising some 
5,000 people possessing a wide variety of skills. This 
combination of assets and people has been effective and 
successful and your Directors ‘particularly wish to express 
their appreciation to all the members of the Company's 
organization for their effective efforts during the past year. 


On behalf of the Board 
R. D. ARMSTRONG 


Toronto, February 23, 1968 President 


We have examined the consolidated statement of financial position of Rio Algom Mines Limited as at December 31, 1967 
and the consolidated statements of earnings, retained earnings and source and disposition of funds for the year then ended. 
Our examination included a general review of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies as at Decem- 
ber 31, 1967 and the results of their operations and the source and disposition of their funds for the year then ended, in 
accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Toronto, Canada, 
February 19, 1968 


COOPERS & LYBRAND 
Chartered Accountants 


RIO ALGOM MINES LIMITED 


(Incorporated under the laws of Ontario) 


Consolidated Statement of Financial Position 


DECEMBER 31, 1967 
($O00’s omitted) 


CURRENT ASSETS: 
Cash ' 
Short term investments, at cost, Nena deposi 
Marketable securities, at cost less reserve of $600,000 ore 7) 
(market value, 1967—$442,000 ; 1966—$2,818,000) . 
Receivables . 
Due from affiliated ao secse cian companies. 
Inventories and concentrates awaiting shipment (note 2) 
Prepaid expenses . . . 
Total . 


Less: 
CURRENT: ELAS IBAIES: 
Bank loans (note 3) . ; me 
Accounts payable and accrued rabies a ; 
Provision for income taxes including Provincial mining taxes . 
Preference share dividend payable January 1 . 
Long term debt due within one year (note 6) . 
Totals: 


WORKING CAPITAL 


Shares in and advances to associated companies— 
Shares, at cost less provision for losses 
Advances. . . 


Plant and equipment, ee erecaton and amortization Paes 4) 


Costs applicable to future periods (note 5). . . 
TOTALVASSETS» LESS CURRENT EIABIEIES 


Deduct: 
Long term debt (note 6) . a) 2 cogs 
Minority shareholders’ interests in Siosa ace companies... 


EXCESS OF ASSEIS "OVER LIABIE MESs ya 


OWNERSHIP EVIDENCED BY (note 7) 
Capital stock 
Contributed surplus . . 
Retained earnings 
Total . 


Approved on behalf of the Board: 


Val Duncan, Director 


igelow 1966 
$1,103 -3" 96043 
3801 (C794 
442 3,032 
23:220 29,364 
318 64 
64,322 49,810 
1067 1/23 
124,473 103,827 
14,382 LTOro 
15,595 20,065 
PHANT ES 1,858 
20Y 21h 
13,362 18,200 
48,732 57,658 
75,741 46,169 
6,057, B22 
3,540 110 
74,163 16/207 
34,345 33,417 
193,846 LODZ 
42,125 55,754 
842 739. 
42,967 56,489 
$150,879 $703,436 
$ 87,427 $ 43,717 
(ste LDia Ooh 
44,071 40,338 
$150,879 $703,436 


R. D. Armstrong, Director 


Consolidated Statement of Earnings 


YEAR ENDED DECEMBER 31, 1967 
($O00's omitted) 


REVENUE: 


Revenue from mine production, sales of steel and other products . 


Investment and other income . 


EXPENSES: 


Cost of production, selling, general and administrative expenses . . . 


Interest and amortization of discount and financing expenses (note 5) . 


Depreciation and amortization (notes 4 and 11) . 


Exploration expenditures . 


Provision for income taxes including Provincial mining taxes (note 9) 


Earnings before adjustment for minority interest in subsidiary company . . 


Minority interest in profits of subsidiary . 


NET EARNINGS FROM OPERATIONS 
Earnings per common share before extraordinary item 


Deduct extraordinary item: 


Write-off of start up expenses of Quebec steel plant . 


NET EARNINGS FOR THE YEAR... 


Net earnings per common share . 


TIC? 


$149,848 


1,118 


150,966 


1:95.25 
3,548 
14,058 


1,026 


1337257 


U2E709 


WAZA 


11,482 


agers: 


11,259 


elezoo 


94¢ 


1966 


$747,080 


918 


147,998 


LiPo hekets: 
2090) 
PGT 


627 


136,587 


11,417 


G27 


10,484 


57 


10,427 


L075 


2 002 


92¢ 


82¢ 


Consolidated Statement of Retained Earnings 


YEAR ENDED DECEMBER 31, 1967 
($QO0’s omitted) 


BALANCE, beginning of year . 
Net earnings forthe year. . . 


DEDUC TI: 
Dividends on preference shares . 
Dividends on common shares . 
Transfer to reserve for marketable securities baa “De 
Expense of common share capital issue . 
Expense of preference share capital issue 


BALANCE, end of year 


Consolidated Statement of Source and Disposition of Funds 


YEAR ENDED DECEMBER 31, 1967 
($QO0’s omitted) 


SOURCEVOR EUNDS= 
Net earnings for the year. . 


Add depreciation, amortization and other oarcee en to operations 


not involving current outlay of funds 
Total from operations . 
Transfer to reserve for Taeene securities . 
Issue of common shares (net of issue expense) . 
Issue of preference shares (net of issue expense) 


DISPOSIMNONFORSEUNDS: 


Expenditures (net) for fixed assets, preproduction and development . 


Increase in development projects (net) 

Shares in and advances to associated companies 
Dividends on preference shares 

Dividends on common shares . 

Reduction of long term advances (net) 
Reduction of long term debt 


INCREASE in working capital . . . 


1967 1966 
$ 40,338 $ 36498 
11,259 9,352 
51,597 45,850 
870 624 
4,593 4,247 
600 ae 
1,463 ‘S. 
le 641 
7,526 5512 
$44,071 $ 40338 
1967 1966 
$ 11,259 | Senge 
14,369 14,218 
25,628 23,570 
(600) a 
42,247 2457, 
= 14,359 
67,275 40,366 
9.440 8,356 
3,406 1,400 
5,765 = 
870 624 
4,593 4,247 
11,138 16,100 
2,491 2,509 
37,703 33,236 
$079,572) 9 San area 


Notes to Consolidated Financial Statements 


December 31, 1967 


. BASIS OF CONSOLIDATION 


The consolidated financial statements include the accounts of all 
Subsidiary companies except the following: 


(i) Wholly-owned housing companies which have been excluded 
because the investment is of doubtful value. The unamortized 
balance of the investment in the housing companies at Decem- 
ber 31, 1967 was $99,693 and is being amortized as explained 
in note 5 (i). The losses of these companies in the year 1967 
amounted to $5,791. 


(ii) Partially owned companies which have been excluded because 
the companies are inactive or are in the exploration and develop- 
ment stage and have had no profits or losses since acquisition. 


The accounts of Mines de Poirier Inc., wholly owned by the com- 
pany, and Anglo-Rouyn Mines Limited, 58% owned by the com- 
pany, were first consolidated in 1966 and the consolidated earnings 
for the year ended December 31, 1966 include the earnings of these 
two companies from April 1, 1966, the date on which these mines 
were brought into commercial production. 


The accounts of consolidated foreign companies are stated in 
Canadian dollars on the following basis: 
Fixed assets and related depreciation at exchange rates in effect 
at date of acquisition ; 
Long term advances and capital stock at rates in effect at time of 
transactions; 
Other assets and liabilities at year end rates ; and 
Revenues and expenses (other than depreciation) at average 
rates in effect during the year. 


. INVENTORIES AND CONCENTRATES AWAITING SHIPMENT 
This consists of: 1967 1966 


Inventories— 
Steel, other metals, raw 


materials and supplies $44,647,692 $42,244 293 


Mine supplies. 2,763,415 2,163,654 
Total inventories. AT AA KOT ar 4424 OVE 9 477 
Concentrates awaiting shipment 6,910,542 5,402,296 


$64,321,649 $49,810,243 


Inventories of steel, other metals, raw materials and supplies are 
valued at the lower of cost and market. Cost is determined generally 
at average or standard costs which approximate actual. Market for 
finished steel and steel in process is net realizable value and for raw 
materials and supplies is replacement cost. Intercompany profits 
have been excluded from these inventories. Mine supplies are 
valued at cost less provision for loss on disposal of surplus supplies. 


Concentrates awaiting shipment are valued at selling price. 


3. BANK LOANS 


Mines de Poirier Inc., consolidated and wholly owned by the com- 
pany, had a bank loan outstanding of $7,450,000 at December 31, 
1967 secured by a pledge of a debenture issued under a trust deed 
of hypothec, mortgage and pledge charging the undertaking and all 
the assets of that company. 


Anglo-Rouyn Mines Limited, consolidated and 58% owned by the 
company, had a bank loan outstanding of $3,600,000 at December 
31, 1967 secured by way of assignment of ore concentrates, sup- 
plies, etc., under Section 88 of the Bank Act, a registered general 
assignment of accounts receivable and a first mortgage bond of 
$4,100,000. 


. PLANT AND EQUIPMENT 


Plant and equipment, at cost, consists of: 


Buildings, machinery and equipment 1967 1966 

and construction in progress SIS) OM) Yass SISO Wes 

Less accumulated depreciation WO2ZVZS,79Y 427 Ao! 

IANS, 74,242,699 

ING ah aaty Rca oR ae aa ee er ee 1,481,790 1,369,741 
Mining properties (after accumula- 

ted amortization, 1967— 

$5,602,159 ;:1966—$5,088,963) BOD. OS 894,953 


$ 74,162,705 §$ 76,507,393 


The following accounting policies are being followed in connection 
with the depreciation and amortization charges of the company : 
(i) Fixed assets of the Mining Division: 

(a) The unamortized cost, at July 1, 1960, of uranium plant and 
equipment, mining properties and an estimate of capital 
expenditures to July 30, 1968, insofar as such expenditures 
relate to facilities necessary to produce the poundage to be 
delivered under Eldorado contracts referred to below, are 
being amortized on the basis of the total poundage of 
uranium oxide to be delivered under Eldorado contracts 
(excluding the Eldorado-British contract received in 1962 
and the Government stock-pile contracts received in 1963 
and 1965); and 


(b) Depreciation and amortization have been provided on the 
fixed assets and mining properties of Mines de Poirier Inc. 
and Anglo-Rouyn Mines Limited from April 1, 1966, the date 
on which these mines were brought into commercial pro- 
duction, on the basis of the shorter of physical life or econo- 
mic life, as estimated for the related mining unit, the 
economic life to be adjusted from time to time as conditions 
warrant. 


11 


(ii) Fixed assets of the Steel Division: 


Fixed assets are being depreciated on the straight line method 
based on engineering estimates of the lives of the assets at the 
following rates : 

Buildings 4% per annum 

Plant and equipment 6-2/3% per annum 


. COSTS APPLICABLE TO FUTURE PERIODS 


This includes the following: 1967 1966 
Preproduction and development ex- 
penditure, right to deliver under sales 
contract and housing costs, at cost 
SH BOS 917 SiZ oS 4 
5,018,040 161 Z 056 


less amortization . or 
Development projects, at cost 
Discount and financing expenses, at 

GOS ISSS GinnOniewmioim = » 5 s . 2 SLD INS 2,526,625 
Excess of acquisition cost over adjusted 

bookvalue of Atlas Steels assets, less 


amortization IS TOOSO2 747 AZ 


$34,344,994 $33,417,284 


The following accounting policies are being followed in connection 
with amortization of costs applicable to future periods : 


(i) The preproduction and development expenditure, right to de- 
liver under sales contract and housing costs are being amortized 
on the same basis as described in note 4 (1) (a) and (b) ; 


(ii) Development projects are carried forward as assets while the 
projects are considered to be of value to the company. All ex- 
ploration expenditures have been written off; 


(iii) Discount and financing expenses are being amortized on a 
straight line basis over the life of the Sinking Fund Debentures 
of the company, which expire on April 1, 1983; and 


(iv) Excess of acquisition cost over adjusted book value of Atlas 
Steels assets is being amortized on a straight line basis over a 
20 year period which commenced January 1, 1963. 


. LONG TERM DEBT 

1967 1966 

Advances on future deliveries of uran- 
ium concentrates 


Less portion included in current liabili- 
ei mr Me ee ae See eC AOO) AOC OOO) 


$13,262,500 $29,462,500 


DNA OOO  1S,2E2,500 


(2 


5%% Serial Debentures Series A, 

$2,000,000 maturing on October 1, 

(leis fe os nee ooo A oe © ZOO OOO S 44000,000 
5%% Sinking Fund Debentures Series 


A, maturing on April 1, 1983 . 40,224,000 40,491,000 


42,224,000 44,491,000 


Less portion included in current liabili- 
ESh gc, | ee Oo ae ee a ee 2,224,000 2,000,000 


40,000,000 42,491,000 
$42,125,000 $55,753,500 


At December 31, 1967 the advance payments received from Eldor- 
ado Mining and Refining Limited on the account of future deliveries 
of uranium concentrates, after net reoayment of $16,200,000 in 
1967, totalled $13,262,500 collaterally secured by $16,812,178 
issued and outstanding Non-Interest-Bearing Performance Bonds 
due March 31, 1974. The Performance Bonds are secured by a 
charge on the uranium assets of the company located at Elliot Lake 
and uranium concentrates produced but not delivered. As the de- 
ferred poundage is delivered the Bonds are being surrendered to the 
company. $11,137,500 (net) of these advances is repayable in 1968. 
The company has agreed to make sinking fund payments for the 
retirement of the Sinking Fund Debentures as follows : 

$ 500,000 on October 1, 1968; 

$2,000,000 on October 1 in each of the years 1969 to 1978; and 
$2,500,000 on October 1 in each of the years 1979 to 1982. 

At December 31, 1967, $276,000 principal amount had been pur- 
chased to meet the sinking fund requirements in 1968. 


. OWNERSHIP 


Ownership was evidenced by: 
Capital stock 
Authorized : 


500,000 First Preference 
Shares with a par value of 
$100 each, issuable in series 
15,000,000 Common Shares 
without par value 
Issued: 
150,000 $5.80 Cumulative 
Redeemable First Prefer- 
ence Shares Series A (re- 
deemable at premiums 
ranging from 5%% to 1%). $ 15,000,000 $ 15,000,000 
12,249,159 Common Shares 
(10,716,422 at December 
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87,427,092 43,717,187 


pe 19,381,4/2 S$ 1973381472 
44,071,068 40,337,691 


$150,879,632 $103,436,350 


Contributed surplus 
Retained earnings 


Total 


During the year: 


(a) Supplementary letters patent dated July 21, 1967 were issued 
to the company increasing the authorized Common Shares with- 
out par value to 15,000,000 shares ; 


(b) 1,531,116 Common Shares were issued for $43,673,837 cash 
under the terms of a rights offering; and 


(c) 1,621 Common Shares were issued for $36,068 cash on the 
exercise of 1,621 Series C Warrants. 


At December 31, 1967 the following Common Shares were reserved 
for issuance: 


(a) 75,000 shares under a Stock Option Plan of which options had 
been granted to employees to purchase 20,500 shares at a price 
of Can. $24.64 per share on or before March 30, 1973; and 


(b) 148,254 shares to holders of Series C Warrants at Can. $22.25 
per share on or before April 1, 1971. 


In 1967 an amount of $600,000 was appropriated from retained 
earnings as a reserve to reduce the carrying value of marketable 
securities to approximate market value at December 31, 1967. The 
reserve will be restored to retained earnings when such marketable 
securities are sold at which time any gain or loss will be recorded in 
earnings. 


There are restrictions on the payment of dividends in the provisions 
attaching to the $5.80 Cumulative Redeemable First Preference 
Shares Series A and the company’s trust indenture relating to the 
Series A Debentures contains certain covenants which limit the 
payment of any dividends as well as the assumption of additional 
long term liabilities. 


. COMMITMENTS AND CONTINGENT LIABILITIES 


The following commitments and contingent liabilities were out- 
standing at December 31, 1967: 


(i) Estimated total cost to complete capital projects was approxi- 
mately $10,700,000 (committed approximately $3,000,000) ; 


(ii) Unfunded liability for pension funds at January 1, 1966 was 
estimated at approximately $2,422,723 which is presently being 
funded over a period of 24 years at a rate of $155,802 per an- 
num. Total pension expense (including the annual payment 
with respect to the unfunded liability) is charged against 
earnings in the year of payment; 


(ili) An action has been commenced against the company in con- 
nection with the alleged infringement of a patent. The company 
has taken the position that it has good defences to the action: 


(iv) Minimum annual rentals upon real property leased to the com- 
pany and/or its subsidiaries with original terms extending 
beyond December 31, 1970, exclusive of certain expenses such 
as real estate taxes, insurance, etc. amounted to approximately 
$556,000. The leases are for varying periods, the longest lease 
extending to 1990 and Include options for renewal; and 


(v) The company is obligated in each year commencing April 1, 
1969 to set aside as a retirement fund, subject to certain limita- 
tions, an amount equal to 2% of the outstanding Preference 
Shares Series A. The retirement fund will be used to purchase 
or redeem Preference Shares Series A subject to certain 
limitations. 


9. INCOME TAXES 


10. 


ite 


Because the company did not claim depreciation or mine develop- 
ment expenses during the tax exempt periods of its mines, it has 
available sufficient of such expenses to eliminate taxable income 
for the year. A balance of unclaimed expenses is available which can 
be used to reduce future years taxes, although the amount cannot be 
determined at the present time. The company does not intend to 
provide for income taxes so long as the accumulated amount of 
these expenses claimed for tax purposes is less than the accumulated 
amount recorded in its accounts. 


Full provision has been made for Provincial mining taxes and the 
income taxes of certain subsidiary companies. 


REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


During the year ended December 31, 1967 the aggregate direct 
remuneration paid or payable by the company and its consolidated 
subsidiaries to the directors and senior officers of the company was 
$512,033. 


DEPRECIATION AND AMORTIZATION 


Provisions for depreciation and amortization relating to plant and 
equipment and costs applicable to future periods were : 


1967 1966 
Fixed assets and mining properties. 3 SANS S SOS. 2S 
Preproduction and other assets . 4,530,893 4,026,323 
USO OSOe leo 297452 
Excess of cost over adjusted book 
value of assets acquired . 1,047,100 1,047,100 
$14,058,189 $12,976,552 
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Comparative Consolidated Earnings by Divisions 


YEAR ENDED DECEMBER 31, 1967 
($QO0’s omitted) 


1967 1966 
MINING DIVISION 
Revenue from mine production’ « 4 . « £ . 4. 40 gy) ee ee es et lye er 
Expenses: 
Cost of production, and administration... <9 <can eee ee 20,201 78,6217 
Depreciation and amortization. 200.5 2° se ep ar 9,726 8,960 
Exploration expenditures . . . sy on al ala” Sh Ee a degee C 1,026 627 
Minority interest in profits of substan ay hbde. VANE, Bela ot Gan Ce Ss eee oa 223 Of. 
Totalexpenses .. . AOU vin ot oe ia, Ce ee Site A) 28,205 
Net earnings from Bye rane vatote taxing Ma. GR oe NN at 13,647 13,829 
STEEL DIVISION 
Revenue: from: sales of steel-‘and other products. . . 5 .-. «© .). 2 « «2. 3g.) Be 10007 eae 
Expenses: 
Cost of production, selling andi administhation. me.. oem sos ee | eerie eee 96,968 98,324 
Depreciation . . . 2 I) Bie eee 3225 2,941 
Amortization of excess a cost over ash tered Bear vane Bt assets seqnnes Peet ee See. s 1,047 1,047 
Totalexpenses .. . oe a ge Se Se ae ae oe ee ee Ot LOZ ST 
Net earnings from SeenON: nator TOM gba Sh. eyes 4k cd ae ee, in 3735 2,674 
CORPORATE DIVISION 
Expenses: 
Costs Of -adminiStrationie ..- ssf.) ) 2 gs Re ee es en ae 2,456 2,443 
(heres = ae ee SR, Pee Ok eS ee eee oer ee ee 3,300 3433 
Amortization of Hiccount ore Amen @XPONSES us, acl ste ce pes Ae ee 162 162 
Depreciation: sf 0c eo wpe oe Oe ee ee 60 29 
Total expenses. . . . ook ow eb Be ee Wea ee au en ees ee 6,064 6,067 
Lesssinvestment and other income: 1s) Goae Its 918 
Net expense forthe years. tc. 2 Sale ee ee (4,946) (5,749) 
NET EARNINGS FROM: OPERATIONS BEEORE PROVISION FORSTAXESs nae ey ee 12,486 Loe 
Provision for taxes : 
Provincial: mining tax: = 5 eRe eee ee 990 fon 
Income.taxes 2. 5 ae.) We Boe Re Be See ee te rer cr 234 LIES 
ipsa O27, 
NET EARNINGS FROM-ORERA THOINS vq apc eee ee 1AG259 LO477. 
Deduct extraordinary (termi \ 0.0 5 ee eee eR — 1,075 
NET EARNINGS FOR THE‘ YEAR? <4 «2 5 4° <= ee Ee ee ee ea 


Report on Operations 


Finance 


Earnings 


Consolidated net earnings for 1967 were $11,259,000 as 
compared with $9,352,000 in 1966 after deduction of a 
non-recurring charge of $1,075,000. Net earnings per 
common share were 94C compared with 82C in 1966; 
both are stated after allowing for dividend requirements 
on preference shares. 


Dividends 


Dividends were paid on common shares outstanding at 
the rate of 20C per share on each of June 26 and Decem- 
ber 27; the same rate as in the previous year. The total 
paid out as common share dividends in 1967 was $4,593,- 
OOO and represents 44.2% of consolidated net earnings 
after allowing for dividends on preference shares, com- 
pared with $4,247,000 and 48.7% in 1966. 

Preference share dividends for the full 1967 year were 
$870,000 compared with $624,000 required from the date 
of issue in 1966. 


Shareholders’ Investment 


Shareholders’ investment increased by $47,443,000 to 
$150,879,000 at December 31, 1967. Common share- 
holders’ equity amounts to $11.09 per share compared 
with $8.25 at the end of the previous year. Details of 
shareholders’ investment are shown in note 7 of the con- 
solidated financial statements. 


Revenue and Expenses 


Revenue from mine production and steel sales of $149,- 
848,000 and investment and other income of $1,118,000 
were both slightly higher than in the previous year. Im- 
provements in operating methods and efficiencies sub- 
stantially offset rising material and employment costs. 

The revenue and expense items which gave rise to the 
increase in consolidated net earnings of $1,907,000 are 
set out in the financial statements section of this report 
and the factors which caused the net Increase are explain- 
ed in the Mining Division and Steel Division sections of 
this Report. 


Working Capital 


Working capital was $75,741,000 at December 31, 1967, 
an increase of $29,572,000 during the year. Details of 
working capital are set forth in the consolidated state- 
ment of financial position and the net increase for the year 
is summarized in the consolidated statement of source 
and disposition of funds. 

The Company offered to the holders of its outstanding 
common shares the right to subscribe for one additional 
common share for each seven common shares held at a 
subscription price of Can. $28.50 or U.S. $26.50 per share. 
On the successful completion of this offering the company 
received $43,674,000 on the issue of 1,531,116 common 
shares. Underwriting commissions and other expenses of 
issue amounted to $1,463,000 which were charged to 
retained earnings. 

Bank loans were reduced by $2,936,000 during the year 


Above: Quirke uranium mine and mill, 
shut down in 1960, which will resume production in 1968. 


Pachuca tanks being installed at the Quirke plant 
as part of programme to increase mill capacity. 


and totalled $14,382,000 at the end of 1967. This amount 
includes term loans of $7,450,000 for Mines de Poirier Inc. 
and $3,600,000 for Anglo-Rouyn Mines Limited secured 
as described in note 3 to the consolidated financial state - 
ments. 

During the year net repayments to Eldorado were 
$16,200,000 relating to advances made to the Company 
in prior years In respect of deferred deliveries of U3Os. 
The cash advances are repaid on delivery of the deferred 
poundage and were not taken into income when re- 
ceived; they are recorded as income when the U30s to 
which they relate is produced. In 1968 a net amount of 
$11,138,000 is repayable. 


The composition and the basis of valuation of inven- 
tories and concentrates awaiting shipment which 
amounted to $54,322,000, an increase of $4,512,000 
during the year, is shown in note 2 to the consolidated 
financial statements. Receivables arising from mine pro- 
duction and sales of steel and other products were re- 
duced during the year by $1,144,000 to a total of 
$28,220,000. 


Shares in and Advances to Associated Companies 


During the year the investment in and advances to British 
Newfoundland Corporation Limited and its subsidiary 
amounted to $5,765,000 and totalled $9,555,800 at year 
end. Further information as to these companies is con- 
tained in the Directors’ Report. 


Plant and Equipment 


The Company’s gross investment in plant and equipment 
was $242,492,000 at December 31, 1967, an increase of 
$6,068,000 during the year. Major expenditures were for 
the rehabilitation of the Quirke uranium assets of the 
Mining Division and for Canadian warehousing facilities 
and manufacturing plant modernization and expansion 
of the Steel Division. 

A summary of net plant and equipment and the ac- 
counting policies followed in connection with deprecia- 
tion and amortization charges are shown In note 4 to the 
consolidated financial statements. 


Costs Applicable to Future Periods 


Note 5 to the consolidated financial statements provides 
a breakdown of these assets, which totalled $34,345,000 
at December 31, 1967, together with the accounting 
policies being followed in connection with depreciation 
and amortization of costs. Expenditures in the year of 
$6,668,000 were for the preparation of the Quirke uranium 
property for operation, acquisition of shares of Lornex 
Mining Corporation Ltd. in connection with the explor- 
atory development programme to determine whether 
that company’s copper deposit is commercially mineable 
and the exploratory development of a uranium deposit in 
the United States. 


Long Term Debt 


A breakdown of this debt which stood at $42,125,000 at 
December 31, 1967 and the details of the reduction of 
$13,629,000 during the year are shown in note 6 to the 
consolidated financial statements. 


Mining Division 


The Mining Division profit before providing for mining 
taxes was $13,647,000 In 1967 which was slightly less 
than the profit of $13,829,000 in 1966. Total revenue 
of $44,823,000 represented a 6.5% increase over the 1966 
revenue of $42,094,000. 

Uranium production was lower than for the previous 
year but the average price per pound was higher because 
of the particular contracts to which production was re- 
lated. Copper deliveries increased because of the inclu- 
sion in 1967 of a full year’s production from the Anglo- 
Rouyn and Poirier mines, which commenced production 
April 1, 1966. 


Average realized copper prices were lower than in 1966 
but were somewhat higher at the end of 1967 than at the 
end of the previous year. 


The Nordic mine and mill continued to operate at capacity 
and milled 1,288,000 tons, which was approximately 
equal to the 1966 volume. As mining progressed into the 
fringe areas down to the 14th level, recovered grade, as 
expected, was slightly lower than previously, averaging 
1.99 pounds per ton uranium oxide. Notwithstanding 
the high treatment rate, which averaged 3,744 tons per 
day, mill recovery was slightly better than the previous 
year, averaging 94.2%. 

Production of uranium was 2,577,000 pounds including 
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85,000 pounds produced from underground leaching at 
Nordic and 13,000 pounds from underground leaching at 
the Quirke mine. 

Deliveries totalled 2,393,000 pounds of U30s, almost 
all of which were shipped under the Master contract with 
Eldorado Mining & Refining Limited. No deliveries were 
made under the stockpile contract with the Canadian 
Government entered into in 1965 because of improving 
markets for uranium. 

Negotiations were completed in Japan at the end of 
1967 for the sale to a group of eight Japanese utilities of 
10 million pounds of U3Os. The uranium is to be delivered 
in equal annual quantities over the period of 1969-1978. 
The Company’s total forward delivery commitment is now 
in excess of 50 million pounds of U3Os, and the annual 
rate of deliveries under current contracts will require the 
operation of two mines and two mills by the early 1970's. 
Certain other shut-down mines will be reactivated as mar- 
ket conditions warrant. 


In May, 1967, the U.K.A.E.A. exercised in part its op- 
tion to increase the quantity of 16,000,000 pounds to be 
delivered under its contract, this figure being raised to 
20,000,000 pounds. 

The redevelopment of the old Quirke mine and the pre- 
paration of the Quirke mill to take over production from 
Nordic, scheduled for mid-1968, proceeded as planned. 
In addition to plant rehabilitation, modifications have 
been made in the Quirke plant to provide for an increase 
in production capacity from its originally rated 3,000 tons 
per day to a planned capacity of 3,700 tons per day and to 
incorporate improved processing methods. 

The shaft for the new Quirke mine had been sunk to a 
depth of 2,000 feet of the total planned depth of 2,260 feet 
by the year-end and construction of the necessary sup- 
porting surface facilities is well advanced. 


Base Metal Operations 


The Company’s copper and zinc properties operated at 
capacity throughout the year. Production for all properties 
combined amounted to 32,788,000 pounds of payable 
copper and 19,980,000 pounds of payable zinc. The 
Pronto mine in the Elliot Lake area completed develop- 
ment of its copper ore body down to the 4,000 foot level 
and a decision was taken during the year not to deepen 
the mine further. Mines de Poirier in northwestern Quebec 
had a full year’s production from its copper and zinc con- 
centrator, and also brought into operation an extension 
to its copper recovery plant constructed to carry out 
custom milling for the neighbouring Joutel Copper 
Mines Limited. Anglo-Rouyn Mines in northern Saskat- 
chewan, in which the Company has a 58% interest, also 
operated at mill capacity, toll smelting its concentrates 
at the Hudson Bay Mining & Smelting facility at Flin 
Flon, Manitoba. 


Pronto Mine 


This mine produced copper concentrates containing 
8,489,000 pounds of payable copper in concentrate In 


1967. A total of 243,000 tons of ore was milled, which 
was approximately the same as in the previous year. The 
head grade averaged 1.93% and mill recovery was 96.4%. 
The decline in net recovered grade, which was expected 
as this mine approaches the depletion of its reserves at 
presently developed levels, resulted in a decrease of 
476,000 pounds of payable copper produced in concen- 
trate. This also caused an increase in production cost per 
pound which occurred despite a reduction in cost per ton 
of ore milled. 


Mines de Poirier Inc. 


Concentrates containing 13,647,000 payable pounds of 
copper and 19,980,000 payable pounds of zinc were 
produced from the milling of 631,000 tons of ore. The 
mill head grade averaged 1.25% copper and 2.72% zinc; 
mill recoveries were 92.0% and 69.1%, respectively. Net 
revenue per payable pound of metal was virtually un- 
changed as between 1967 and 1966: the increase in 
copper recovered per ton of ore was sufficient to offset 
an increase in operating cost per ton of ore milled. 

Preparations were completed for the planned deepen- 
ing of the shaft to open up seven new levels and deepen- 
ing commenced in January, 1968. 


Anglo-Rouyn Mines Limited 


The Anglo-Rouyn mine produced 10,652,000 payable 
pounds of copper in concentrate from a total of 309,000 
tons of ore milled. The average mill head grade was 1.88% 
and mill recovery was 95.7%. Approximately 8,000 pay- 
able ounces of gold and 45,000 payable ounces of silver 
were produced. 

Operating costs per ton of ore milled were reduced by 
the resolution of equipment problems and improvement 
in operating efficiency. A change in mining method from 
blast hole to shrinkage was effected in response to a 
change in the configuration of ore under development in 
the mine. 


Nuclear Products Department 


Production and sales of yttrium oxide and of thorium 
oxide increased during 1967 and, although total sales of 
this department were slightly down for the year, more 
than compensatory reductions were achieved in operating 
expenses through process improvements. 


Exploration 


Exploration expenditures in 1967 were $1,026,000, ex- 
clusive of amounts spent on development projects 
mentioned below. The Company’s programme continued 
to be directed towards uranium and base metals in Canada 
and towards uranium and, to a lesser extent, base metals 
in the United States. 

Diamond drilling was carried out on uranium claims in 
the Elliot Lake area and property examinations were car- 
ried out in various parts of Ontario, Saskatchewan, the 
Northwest Territories and Quebec. 

In northern Quebec, the Company has undertaken a 
major exploration project in the search for uranium in sedi- 
ments similar to those of Elliot Lake. The project is being 
carried out In association with Soquem, the Quebec 
government-sponsored exploration company.Large blocks 
of prospective ground have been acquired and a fairly 
extensive exploration programme is planned for 1968. 

In the United States geological investigations and drill- 
ing were carried out in prospective uranium areas in 
Wyoming in association with Mitsubishi Metal Mining 
Company. Work was also carried out on uranium pros- 
pects in Colorado and New Mexico. 

Geological and geophysical work was carried out in a 
search for base metals in northern Saskatchewan, west- 
ern Ontario, Quebec, the Maritime Provinces and, to a 
lesser extent, in Colorado and the south western United 
States. A long-term general reconnaissance programme 
directed primarily towards the identification of copper 
mineralization was initiated in three large areas of British 
Columbia. In some cases the results of the geological and 
geophysical investigations were sufficiently encouraging 
to warrant drilling. Several of the areas examined are con- 
sidered to be promising and work will continue during 
insKeves, 

Work continued on two exploratory development 
projects during the year. 

Drilling was completed on the uranium prospect in the 
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Big Indian area near Moab, Utah. It has been established 
that this, although small when compared with the Elliot 
Lake mines, is a high-grade uranium deposit. Detailed 
feasibility studies are being carried out in association with 
consultants and it is expected that a decision will be 
taken during the early part of 1968 as to development of 
this deposit. 

The detailed investigation of the Lornex prospect in the 
Highland Valley area of British Columbia continued dur- 
ing 1967. The underground programme was extended to 
include the cutting of drives and underground drilling to 
provide more precise and detailed information as to grade. 
Metallurgical testing was carried out during the year in 
the 100-ton per day pilot mill which was constructed for 
this purpose. The objective of the testing was to develop 
information as to grinding methods and copper and 
molybdenum recoveries and to provide a factual basis for 
the computation of capital and operating costs of a com- 
mercial scale operation. Geological, metallurgical and 
financial analyses are continuing in association with 
consultants. It is expected that a decision will be reached 
during 1968 as to whether this deposit can be developed 
on a profitable basis. 


Research and Development 


The Mining Division metallurgical research facilities, 
located at Elliot Lake, provided supporting analytical 
services to the various operating departments during 
1967 and a substantial research effort was applied to 
improving extraction processes for uranium. This assumes 
particular importance in relation to the projected re- 
activation of idle mills in the Elliot Lake area. 


Employee Relations 


At the year-end, there were 1,774 employees in the Min- 
ing Division (including all consolidated subsidiaries) of 
whom 1,286 were production workers and 488 were en- 
gaged in executive, administrative and clerical functions. 

Hourly wage rates were Increased by 414% at the Nordic 
and Quirke mines during the year. The Pronto hourly 
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wage rates were increased by approximately 4% and 
those at Mines de Poirier by 6% as a result of contracts 
negotiated in 1966. 

Labour relations were generally good although there 
were strikes of short duration at the Nordic, Quirke and 
Pronto mines. No collective agreements were negotiated 
during the past year. The current agreements covering 
the Company's uranium mines at Elliot Lake and the 
Copper-zinc Operation at Mines de Poirier expire in 1968. 

Labour supply was adequate in most instances although 
periodic shortages of skilled miners and tradesmen were 
encountered. 
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Steel Division 


The Steel Division profit before income taxes for 1967 
was $3,785,000, as compared with $2,674,000 in 1966, 
an increase of $1,111,000. The profits in each year are 
stated after deduction of amortization of $1,047,000 in 
each year, representing the annual charge for the excess 
of acquisition cost over adjusted book value of the Atlas 
Steels assets purchased as at December 31, 1962. 

Total sales of all products, including metal products 
purchased by warehousing subsidiaries for re-sale, were 
$105,025,000 in 1967, which were approximately the 
same as in 1966. Shipment of flat rolled products from the 
Tracy mill increased substantially and the product mix 


Hot stainless steel slab 
cut to length as it emerges from continuous cast unit 
at Atlas Steels’ Tracy plant. 
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improved at the Welland mill. These gains offset a decline 
in tonnage shipped from Welland and somewhat lower 
sales from the warehousing subsidiaries. 


The net increase in Steel Division operating profit is 
attributable in large measure to the increased output and 
Operating improvements of the Tracy plant. This improve- 
ment was partly offset by a reduction in the profits of the 
warehousing subsidiaries as a group. 


Manufacturing 


The Welland plant operated at high capacity for the first 
eight months of the year. For the balance of the year, pro- 
duction was somewhat curtailed due to a softening in the 
market and a drop in the rate of incoming orders. Net 
sales value per ton was higher as a result of continuing 
progress towards development of a richer product mix in 
this plant. Unit costs of labour and materials increased 
but these increases were modified by cost reduction 
programmes. Improved production control procedures 
have resulted in better scheduling and delivery perform- 
ance together with higher plant efficiency and better 
balance of in-process inventories. 


At the Tracy plant, manufacturing costs per ton were 
reduced over a wide range of plant operations ; tonnage 
manufactured and sold increased; and a selective ap- 
proach both to product range and market area resulted In 
slightly higher net sales revenue per ton. Improvement in 
over-all operating results was, therefore, substantial. 


All units and equipment presently installed at the Tracy 
mill are performing as scheduled. The only unit not yet 
scheduled for full production is the hot planetary mill 
which is now performing well mechanically and is 
operating regularly on trial rollings which are being carried 
out for quality evaluation and development of rolling 
technique. This unit will be employed in the production 
stream on a progressively increased basis during 1968, 
and will be brought into full production as rapidly as the 
orderly refinement of rolling techniques permits. 


An open house was held at Tracy in November, 1967 
at which several hundred distributors, Customers and 
other guests were present and were shown the mill in full 
commercial production. 


Marketing 


Further progress has been made in the integration of the 
Canadian warehousing system under the management of 
Atlas Alloys. New warehouses have been opened in 
Winnipeg, Edmonton and Vancouver, replacing smaller 
and inadequate warehouses. In addition to these new 
facilities, Atlas Alloys operates warehouses in Toronto, 
Montreal and Windsor. 


Sales of this Division decreased by approximately 6% 
from 1966, which reflected the slowdown in the level of 
business activity in Canada, and earnings were conse- 
quently lower. 


Earnings of the foreign warehousing companies im- 
proved in the aggregate as compared to 1966. Economic 
conditions in many of the countries in which the Steel 
Division operates were unsettled in 1967. Some decline 
in overall sales volume took place, but the effect of this 
was more than offset by reductions in operating costs of 
the foreign subsidiaries. 


Devaluation of the pound sterling in November, 1967, 
and the devaluations of other currencies which this 
brought about are too recent to have had an impact on 
the Steel Division operations as yet. However, British 
steel mills may become more competitive and aggressive 
in many of the markets in which Atlas operates. 


Atlas Titanium 


This division recorded another substantial gain in sales 
volume and earnings. Sales include titanium metal and 
super-alloys converted by Atlas for other manufacturers. 
The bulk of the business is with the aircraft and aero- 
space industries in the United States, although promising 
new business is being developed in Canada, the United 
Kingdom and Australia. The future for this division con- 
tinues to look promising. 


Research and Development 


Research undertaken during the year included preliminary 
work on the development of superior high temperature 
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steel, and examinations of alternative methods of melting 
to select for further study those which, in the long term, 
might be appropriate for Atlas Steels. 

Metallurgical emphasis was directed towards support- 
ing the programme to upgrade the product mix at the 
Welland plant and ensuring that quality standards re- 
mained competitive throughout the entire range of Atlas 
products. 


Employee Relations 


The Steel Division employed 3,347 people at December 
31, 1967, of whom 2,051 were engaged In production 
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activities, 622 were in sales and marketing, and 674 were 
performing executive, administrative or clerical functions. 

The labour contract covering hourly rated employees 
at the Tracy plant, who are members of the United Steel- 
workers of America, expired in 1967. As a result of an 
initial disagreement over contract terms, there was a 
work stoppage which lasted approximately two weeks. 
Negotiations were resumed and a new contract was 
signed covering a period of two and a half years, providing 
increases of approximately 54 cents per hour per employee 
over the contract period. 

The agreement between the Company and the Cana- 
dian Steelworkers’ Union representing the Welland plant 
hourly-rated employees expired on February 17, 1968. 
Contract negotiations with the Canadian Steelworkers’ 
Union were in progress at year-end and are continuing. 


Miscellaneous Corporate Information 


Head Office 


Principal Bankers 


Solicitors 


Auditors 


Registrars and Transfer Agents 


Shares Listed 


120 Adelaide St. West, Toronto 1, Ontario, Canada 


Canadian Imperial Bank of Commerce, Toronto 


Fasken & Calvin, Toronto 
Strasser, Spiegelberg, Fried & Frank, New York 


Coopers & Lybrand, Chartered Accountants, Toronto 


Common Shares 
Canada Permanent Trust Company, 
Toronto, Montreal, Winnipeg, Calgary 
and Vancouver 


The Canadian Bank of Commerce Trust 
Company, New York 


Preference Shares and Series “‘C” Warrants 
Canada Permanent Trust Company, 
Toronto, Montreal, Halifax, Winnipeg 
and Vancouver 


Toronto Stock Exchange, Toronto 
Montreal Stock Exchange, Montreal 
American Stock Exchange, New York 
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Principal Overseas Associates 


United Kingdom 


Commonwealth of Australia 


Republic of South Africa 


Rhodesia 
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The Rio Tinto-Zinc Corporation Limited 

6 St. James’s Square, London, S.W.1 
Imperial Smelting Corporation Limited 

1 Redcliffe Street, Bristol 
RTZ Metals Limited 

6 St. James’s Square, London, S.W.1 
Capper Pass & Son Limited 

Melton Works, North Ferriby, Yorkshire 
Borax (Holdings) Limited 

Borax House, Carlisle Place, London, S.W.1 


Conzinc Riotinto of Australia Limited 
The Zine Corporation Limited 
New Broken Hill Consolidated Limited 
The Broken Hill Associated Smelters Pty. Limited 
Sulphide Corporation Pty. Limited 
Comalco Industries Pty. Limited 
Hamersley Iron Pty. Limited 
Mary Kathleen Uranium Limited 
CRA Engineering Pty. Limited 
95 Collins Street, Melbourne, C.1 


The Rio Tinto Mining Company of South Africa Limited 
Palabora Mining Company Limited 
50 Commissioner Street, Johannesburg 


Rio Tinto (Rhodesia) Limited 
Pearl Assurance House 
Jameson Avenue, Salisbury 


United States of America 


Spain 


The Pyrites Company, Inc. 
P.O. Box 1188, Christina Avenue 
Wilmington, Delaware 19899 

Alloys and Chemicals Corporation 
4365 Bradley Road, South West 
Cleveland 9, Ohio 44109 

lreco Chemicals 
870 West 2600 South 
Salt Lake City, Utah 84119 

United States Borax & Chemical Corporation 
3075 Wilshire Boulevard, Los Angeles 
California 90005 


Compania Espanola de Minas de Rio Tinto, S.A. 
Alcala 95, Madrid 9 

Rio Tinto Patino, S.A. 
Zurbano 76, Madrid 3 


Rio Algom 
Rio Tinto 


Cover illustrates three of Rio Algom’s 

principal areas of operation. 

Clockwise from upper right—exploration, mining, 
and production of stainless steels and 

Specialty metals. 
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Rio Algom Mines Limited 


Notice of Annual and General Meeting of Shareholders 


NOTICE IS HEREBY GIVEN that an Annual and General Meeting of Shareholders 
of Rio Algom Mines Limited (the ‘““Company’’) will be held in the Ontario Room, 
The Royal York Hotel, 100 Front Street West, Toronto, Ontario, Canada on Tuesday, 
April 2, 1968 at the hour of 10:30 o'clock in the forenoon, Toronto time: 


(a) to receive the annual report of the Company for the year ended December 31, 
1967): 


(b) to consider and, if deemed advisable, to approve amendments to the Stock 
Option Plan of the Company (certain particulars of which are set out in the 
Proxy Statement and Information Circular accompanying this notice) adopted 
by the Directors of the Company on the 23rd day of February, 1968. Such 
approval shall consist of approval by the holders of a majority of the Common 
Shares which are voted on the proposal at the Annual and General Meeting of 
Shareholders, provided that the total vote cast on the proposal represents over 
50% of the outstanding Common Shares; 


(c) to elect directors for the ensuing year; 


(d) to appoint auditors for the ensuing year and to authorize the directors to fix 
the remuneration of the auditors; and 


(e) to transact such other business as may properly come before the meeting. 


PROXIES are being solicited by the management of the Company. Common 
shareholders are entitled to vote at the meeting either in person or by proxy in 
accordance with the provisions of The Corporations Act of the Province of Ontario. 
If you are unable to be present at the meeting, please sign the attached form of 
proxy and return it in the addressed envelope provided for the purpose. All instru- 
ments appointing proxies to be used at the meeting must be deposited with the 
Canada Permanent Trust Company, 253 Bay Street, Toronto 1, Ontario prior to 
5 :00 P.M. (Toronto time) on Monday, April 1, 1968. Instruments appointing proxies. 
not so deposited will not be voted at the meeting. 


A copy of the annual report of the Company for the year ended December 31, 
1967 is enclosed herewith. 


By Order of the Board of Directors 
G. BAKER 
Secretary 


Toronto, Canada, February 23, 1968 


The Rio Tinto-Zinc 


Period of Director- Anglo-Rouyn Corporation Limited 
ship extends from : Mines 5% “'B" 
year below to Rio Algom Preston Limited Cumulative 
Name date hereof Common Preferred Common Common Preference Ordinary 
B. R. MacKenzie). ..... 1967 286 10 117 = - - 
D. J. McParland......... 1967 - - - - - - 
ten) Modél ieee amen. 1961 = - - - - = 
FA Potit0 shoes. mance 1961 - - - - - — 
J. Herbert Smith......... 1960 4,600 - - - = — 
Sir Mark Turner......... 1961 — - a - = 12,400 
BeaWer Wrights stevens 1960 -- - - - 287 4,674 


(1) Mr. B. R. MacKenzie also owned beneficially as at February 15, 1968 10 Series C Warrants of Rio Algom. 


Set out below are the present principal occupation and association of each of the 
nominees for director, including the occupations and associations for the past five 
years of the nominee who has not previously been elected as a director: 


George Robert Albino has been Vice-President and Executive Assistant to the 
President of Rio Algom since February, 1967; prior thereto he had been Vice-Presi- 
dent, Planning and Development of Rio Algom since October, 1965; prior thereto 
he had been Manager of Planning and Development of Rio Algom since November, 
1964; and prior thereto Director of Analysis & Planning of Lear Siegler, Inc., Los 
Angeles, California. 


W. A. Arbuckle is President of Arbuckle, Govett & Company of Montreal, Invest- 
ment Managers, and President of The Yukon Consolidated Gold Corporation 
Limited, a mining company. 


Robert D. Armstrong is President of the Company. 


W. P. Arnold is Vice-President and General Manager of Operations, Mining Divi- 
sion, of the Company. 


Henry Borden is one of Her Majesty's Counsel, and Chairman of British New- 
foundland Corporation Limited, a natural resources corporation. 


J. |. Crookston is Senior Vice-President of Nesbitt, Thomson and Company, 
Limited, Toronto, Investment Dealers. 


J. N. V. Duncan is Chairman of the Board of the Company and Chairman and 
Chief Executive of Rio Tinto-Zinc. 


J. G. Edison is one of Her Majesty’s Counsel and a Partner of Edison, Aird and 
Berlis, Barristers and Solicitors of Toronto. 


Donald Gordon is President and Chief Executive Officer of British Newfoundland 
Corporation Limited and Chairman of Churchill Falls (Labrador) Corporation 
Limited, natural resources corporations. 


Sam Harris is a Partner of Strasser, Spiegelberg, Fried and Frank, Attorneys-at- 
Law, of New York, U.S.A. 


L. A. Lapointe is one of Her Majesty’s Counsel and President of Miron Company 
Ltd., Montreal, manufacturers of building materials. 


QO. S. Leslie is Vice-President and General Manager of Operations, Steel Division, 
of the Company. 


B. R. MacKenzie is one of Her Majesty’s Counsel and a Partner of Fasken & 
Calvin, Barristers and Solicitors of Toronto. 


D. J. McParland is President of Churchill Falls (Labrador) Corporation Limited 
and Vice-President of British Newfoundland Corporation Limited, natural resources 
corporations. 


Leo Model is Chairman of the Board and President of Model, Roland & Co., Inc., 
Investment Bankers of New York, U.S.A. 


F, A. Petito is a partner of Morgan Stanley & Company, Investment Bankers of 
New York, U.S.A. 


J. Herbert Smith is President of Canadian General Electric Company Limited, 
Toronto. 


Sir Mark Turner is Deputy Chairman of Rio Tinto-Zinc and of Kleinwort, Benson 
Ltd., Merchant and Investment Bankers, of London, England. 


R. W. Wright is Deputy Chairman and Deputy Chief Executive of Rio Tinto-Zinc. 


REMUNERATION AND OTHER TRANSACTIONS 


The following table sets forth the aggregate direct remuneration paid by the Com- 
pany and its controlled companies to each person who was a Director of the Com- 
pany at any time during the fiscal year ended December 31, 1967 and whose 
aggregate direct remuneration exceeded $30,000; and to each of the three highest 
paid officers of the Company whose aggregate direct remuneration during such 
period exceeded that amount; and the aggregate direct remuneration of all persons 
as a group who were Directors or Officers of the Company at any time during 1967. 


Name of Individual Capacities in which Aggregate Direct 
or Identity of Group remuneration was received Remuneration (A) 
Robert D. Armstrong President and Director $ 82,100 
Orren S. Leslie Vice-President, Director 

and General Manager, 

Steel Division $ 50,000 
W. P. Arnold Vice-President, Director 

and General Manager, 

Mining Division $ 46,150 


29 Directors and Officers 
as a group (including 
the persons shown 
above). $460,781 
(A) Includes information only with respect to periods during which a person served as a Director 
or Officer of the Company. 
During the fiscal year ended December 31, 1967 the aggregate direct remunera- 
tion paid or payable by Rio Algom and its consolidated subsidiaries to the Directors 
and Senior Officers of Rio Algom as such, was $512,033. 


The estimated aggregate cost to Rio Algom and its subsidiaries during the fiscal 
year ended December 31, 1967 of all pension benefits proposed to be paid under 
any normal pension plan in the event of retirement at normal retirement age, directly 
or indirectly, to the Directors and Senior Officers of Rio Algom was $18,180. 


Fees paid or payable by the Company or its controlled companies on an accrual 
basis to Fasken & Calvin, of which B. R. MacKenzie, O.C. of 73 Riverwood Park- 
way, Toronto 18, Ontario, (a director of the Company) is a partner, amounted in 
1967 to $166,810 including fees for services in relation to the rights offering of 
common shares referred to below. 


Fees paid or payable by the Company or its controlled companies on an accrual 
basis to Strasser, Spiegelberg, Fried and Frank, of which Sam Harris, of 14 East 
75th Street, New York City, U.S.A., (a director of the Company) is a partner, amount- 
ed in 1967 to U.S. $50,000 including fees for services in relation to the rights offering 
of common shares referred to below. 


INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 


The following are the material transactions of the Company since January 1, 
1967, in which (i) any Director or Senior Officer of the Company; (ii) any person 
or company beneficially owning, directly or indirectly, more than 10% of the com- 
mon shares of the Company; and (ili) any associate or affiliate of the persons or 
companies named in subparagraphs (i) or (ii) had a direct or indirect material 
interest: 


1. In 1967 RTZ Services, Limited received a management fee from the Company 
of $225,000. It is anticipated that a fee of like amount will be payable for 1968. 
RTZ Services Limited of 6 St. James’s Square, London, S.W.1, England is a wholly- 
owned subsidiary of Rio Tinto-Zinc, J. N. V. Duncan of Edenbridge House, 
Edenbridge, Kent, England (a Director and Chairman of Rio Algom) is Chairman 
and Chief Executive of Rio Tinto-Zinc. Roy W. Wright of Meadow Farm House, 
Park Lane, Ashtead, Surrey, England (a Director of Rio Algom) is a Deputy Chair- 
man and Deputy Chief Executive of Rio Tinto-Zinc. Sir Mark Turner of 3 The 
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Grove, Highgate, London, England (a Director of Rio Algom) is a Deputy Chair- 
man of Rio Tinto-Zinc. 


. The Nuclear Products division of the Company, pursuant to an agreement dated 
as of March 7, 1966 with Yttrium Corporation of America (YCA), (in which Rio 
Tinto-Zinc, through a wholly-owned subsidiary, had, until November 21, 1967, 
a 49% interest) will supply, for a period of approximately five years, one-half of 
the requirements of yttrium concentrates for the production of high-grade yttrium 
oxide in the YCA plant in Colorado, U.S.A. Deliveries to YCA under this contract 
started in January, 1967 and amounted to U.S. $342,631 during the year. 


. Pursuant to an underwriting agreement dated October 4, 1967, Nesbitt, Thom- 
son and Company, Limited (of which J. 1. Crookston, of 70 Ardwold Gate, Toronto 
4, Ontario, a director of the Company, is senior Vice-President, Director and sub- 
stantial shareholder) agreed to purchase from the Company a maximum of 
828,473 of the 1,552,328 common shares of the Company offered to shareholders 
and not subscribed for. Leo Model, of 605 Park Avenue, New York City, U.S.A., (a 
director of the Company), has a substantial interest in Model, Roland Company, 
which was a member of the banking group which participated with the under- 
writer in its commitment with respect to the unsubscribed shares. The aggregate 
underwriting commission paid by the Company in connection with the under- 
writing was $919,132. The underwriting arrangements required Preston and a 
wholly-owned subsidiary of Rio Tinto-Zinc to exercise their subscription rights 
with respect to 702,510 shares out of a total of 941,383 shares which they were 
entitled to purchase. 


. Between May, 1965 and July, 1967, the Company purchased from Lornex Mining 
Corporation Ltd. 1,440,000 shares of Lornex for $2,312,500 on exercise of share 
purchase options granted pursuant to an exploration agreement dated May 1, 
1965 entered into between Rio Algom, Lornex, Egil H. Lorntzsen and A. David 
Ross. Of the said shares, 720,000 were purchased for $1,387,500 since January 1, 
1967. 


In September, 1967 Lornex made a rights offering to its shareholders of one 
share for every eight shares held to be issued at a price of $4.00 per share. Rio 
Algom undertook to subscribe for any such shares not taken up pursuant to the 
offering. The Company purchased 182,736 shares of Lornex on exercise of its 
rights based upon its shareholding as at August 31, 1967 and 1,312 shares which 
were unsubscribed in the rights offering. 


Robert D. Armstrong of 30 Glenorchy Road, Don Mills, Ontario (a Director and 
President of Rio Algom) and E. J. Tanner of 5 Finchgate Court, Willowdale, 
Ontario (a Senior Officer of Rio Algom) have been the President and the 
Treasurer, respectively, of Lornex since December 20, 1966. 


. Between May, 1965 and July, 1967 The Yukon Consolidated Gold Corporation 
Limited (of which W. A. Arbuckle of 8 Chelsea Place, Montreal, Quebec (a 
Director of the Company) is President and of which Rio Tinto-Zinc was, until 
July, 1967, the indirect beneficial owner of approximately 12%% of the outstand- 
ing shares) purchased from Lornex through the Company 960,000 shares of 
Lornex Mining Corporation Ltd., for $2,312,500. The shares purchased by Yukon 
are in addition to the shares purchased by Rio Algom and referred to in a pre- 
vious paragraph. Such purchase was made pursuant to an agreement between 
Yukon and the Company’s exploration subsidiary, Rio Tinto Canadian Exploration 
Limited (Riocanex) pursuant to which Yukon had the right to acquire 40% of 
the Company’s interest in Lornex upon payment of 50% of the cost of such 
interest to the Company. 


In June, 1967 Riocanex entered into an agreement with Yukon whereby the 
exploration agreement was terminated as at January 1, 1967. At the same time, 
Rio Algom and Riocanex entered into a voting agreement effective January 1, 
1967 with Yukon relating to the Lornex shareholdings of Rio Algom and Yukon. 
The voting agreement effectively joins such shareholdings to maintain voting 
control of Lornex and to provide for continuity of management of Lornex. 


. In February, 1967 Rio Algom entered into an agreement, dated as of October 31, 
1966, with Churchill Falls (Labrador) Corporation Limited and British New- 
foundland Corporation Limited (‘‘Brinco’) which is the majority shareholder of 
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Churchill Falls, terminating previous agreements relating to management and 
other services provided by Rio Algom to those companies. This agreement pro- 
vides for services to be rendered to Brinco and Churchill Falls by Rio Algom, in 
consideration of which Rio Algom is to receive a management fee at the annual 
rate of $1,000,000 from November 1, 1966 until December 31, 1971, and there- 
after until December 31, 1975, at the annual rate of $600,000. Except for expenses 
and disbursements by Rio Algom the fees are not due and payable until receipt 
by Churchill Falls of some portion of the proceeds of any long-term debt financing 
arranged in connection with the Churchill Falls power project, whereupon the 
balance of accumulated and unpaid fees is payable in full. The agreement may 
not be terminated prior to December 31, 1975. 


On January 31, 1967 Rio Algom owned 697,846 common shares and 37,242 
founders shares of Brinco and 90,721 common shares of Churchill Falls. Pursuant 
to the above-mentioned February, 1967 agreement, Rio Algom purchased an 
additional 90,721 shares of Churchill Falls for an aggregate price of $1,861,831, in 
line with certain share purchase option arrangements in the previous agreements 
mentioned above. On June 28, 1967, pursuant to a conversion of founders shares 
of Brinco into common shares, Rio Algom received 39,104 additional common 
shares of Brinco. On September 1, 1967 Churchill Falls subdivided each of its 
previously authorized common shares into two common shares. In October, 1967 
Rio Algom subscribed for 7,362 common shares of Churchill Falls for $110,440 
which was paid in full and further subscribed for 262,200 common shares of 
Churchill Falls for a total consideration of $3,933,000 of which 10% has been paid 
by the Company. The balance of the consideration ($3,539,700) was advanced by 
the Company to Churchill Falls in the form of a loan bearing interest at 6.75% per 
annum. As a result of these transactions Rio Algom owns 632,446 (approximately 
10.4%) of the outstanding common shares of Churchill Falls; Brinco owns 
3,856,884 (approximately 63.3%) of the outstanding common shares of Churchill 
Falls; and Rio Algom owns 736,950 (approximately 6.1%) of the outstanding 
common shares of Brinco. 


Henry Borden, of 18 Edmund Avenue, Toronto 7, Ontario (a Director of Rio 
Algom) has been Chairman of Brinco since December, 1965, and was President 
of Brinco and Chairman of Churchill Falls from December, 1965 to February, 
1967. Donald Gordon of 172 Edgehill Road, Westmount, Quebec (a Director of 
Rio Algom) has been President of Brinco and Chairman of Churchill Falls since 
March 1, 1967. Donald J. McParland of 342 Kitchener Avenue, Westmount, 
Quebec (a Director of Rio Algom) has been a Vice-President of Brinco since 
January, 1964 and has been the President of Churchill Falls since February, 1966. 
Rio Tinto-Zinc together with companies controlled by it (including Rio Algom) 
has a 7.27% net beneficial interest in the shares of Brinco and a 9.91% net 
beneficial interest in the shares of Churchill Falls. 


At the present time, there are no other material transactions proposed to be entered 
into by the Company in which (i) any Director or Senior Officer of the Company ; 
(11) any person or company beneficially owning, directly or indirectly, more than 
10% of the common shares of the Company; and (iii) any associate or affiliate of 
the persons or officers named in subparagraphs (i) or (il) has a direct or indirect 
material interest. 


STOCK OPTIONS 


Under the terms of Rio Algom’s Stock Option Plan (‘the Plan’’) approved by 
holders of common shares on March 31, 1967, the Board of Directors of Rio Algom 
may, until December 31, 1976, grant options with respect to common shares to 
employees of Rio Algom (which term includes officers and employees of Rio Algom 
and any other company with which Rio Algom does not deal at arm’s length within 
the meaning of the Canadian Income Tax Act) up to a total of 75,000 common 
shares (subject to specified adjustments to protect against dilution in certain events, 
such as stock dividends, stock splits or other reclassifications). Under the Plan 
options are granted at an option price of not less than 90% of the closing price of 
the common shares of Rio Algom on the Toronto Stock Exchange on the day 
preceding the date of grant, except that the Board of Directors may authorize 
another price applicable to any specific option or options. The Plan provides 


that such options may have exercise periods of up to six years from the date _ 
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Bae, 


of grant and will be exercisable only while the optionee is an employee, as de- 
fined, or for 3 months after employment terminates (except that such additional 
period may be one year after cessation of employment due to death or disability). 
The options are irrevocable and are not transferable except by will or under the 
laws of devolution or intestacy. More than one option may be granted to any em- 
ployee, and any common shares subject to an option which is terminated without 
exercise for any reason may be made subject to new options. The Plan contains no 
limitation on the number of common shares that may be granted to one person. 
The Board of Directors has power to amend, suspend or terminate the Plan with 
respect to common shares not subject to option agreements, except that any such 
amendment may not increase the number of common shares subject to the Plan 
(other than by virtue of the anti-dilution provisions referred to above) or extend 
the period during which options may be granted. 


Pursuant to the Plan and in consideration of agreements to remain an employee, 
as defined, for at least one year, options were granted on March 31, 1967 to the 
following persons to purchase an aggregate of 20,500 common shares of Rio 
Algom at a price equal to 90% of the closing price of the common shares on the 
Toronto Stock Exchange on the date of grant, each such option to be exercisable 
within six years of the date of grant, 20% being exercisable for each year, com- 
mencing one year from the date of grant, on a cumulative basis. 


Name of Individual Number of Purchase Expiration Date Market Value 


or Identity of Group Common Price of Option at Date of 
Shares Grant 
W. P. Arnold 5,000 $24.64 March 30, 1973 $27.38 
G. R. Albino 5,000 24.64 March 30, 1973 27538 


All Directors and 
Officers as a group 
(including the persons 


named above) 10,000 24.64 March 30, 1973 27.38 
Other employees of 
Rio Algom 10,500 24.64 March 30, 1973 IM ESI. 


The price range of the common shares of the Company, during the thirty-day 
period preceding March 30, 1967, the date of grant, was: 


High: $28% Low: $24% 


The options provide that they may be exercised only upon the execution of a 
declaration that the purchase of common shares is not with a view to sale or re- 
distribution of such shares in the United States, any territory or possession thereof 
or to any person who is known to be, or to be acting for, a citizen or resident of the 
United States or any territory or possession thereof. 


No other options have been granted by Rio Algom to officers or employees in the 
past five fiscal years or are now outstanding; and none of the options referred to 
above have been exercised to date. 


In general, under the Canadian Income Tax Act an employee, as defined, who 
exercises a stock option under the Plan is deemed to receive a taxable benefit in 
the year of exercise equal to the amount by which the then value of the shares ac- 
quired exceeds the option exercise price. The employee may elect to pay income 
tax on such benefit at ordinary rates for remuneration from employment; or may 
elect to pay income tax on a special basis under which the effective tax rate is the 
average rate payable by him for the preceding three years, the tax so calculated 
being reduced by 20% of the amount of the benefit or $200, whichever is less. 


On February 23, 1968 the Directors resolved to adopt certain modifications to 
the Stock Option Plan, which provide: 


(a) that the total number of common shares on which options may be granted be 
increased from the present figure of 75,000 to 100,000; and 


(b) that the maximum exercise period for such options be increased from six years 
from the date of grant to ten years from the date of grant, except that options 
can be exercised only so long as the optionee remains an employee (as 
defined) or for three months thereafter, or if death occurs while the option is 
otherwise exercisable, then for one year from the date of death. 
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The adoption of the modifications to the Plan by the Directors is subject to ap- 
proval by the holders of common shares of the Company at their next General 
Meeting. For this purpose, the modifications to the Plan must be approved by the 
holders of a majority of the common shares which are voted on the proposal at the 
Annual and General Meeting of shareholders, provided that the total vote cast on 
the proposal represents over 50% of the outstanding common shares. Unless other- 
wise instructed, proxies which are received pursuant to this solicitation will be 
voted for confirmation of the resolution amending the Stock Option Plan. 


Upon approval of the above-mentioned modifications, the management intends 
to recommend that the exercise period of the options on 20,500 common shares of 
the Company granted on March 31, 1967, to the individuals and groups already 
mentioned be extended from six years to ten years (or the period from the date of 
grant to a date three months after the employee’s normal date of retirement, if such 
period be less than ten years). Management further intends to recommend that, pur- 
suant to the Plan and in consideration of agreements to remain an employee, as 
defined, for at least one year, options be granted to the following individuals and 
groups to purchase an aggregate of 39,000 common shares of the Company at a 
price equal to 90% of the closing price of the common shares on the Toronto Stock 
Exchange on the day preceding the date of grant. The options are to be exercisable 
within ten years from the date of grant, at an equal annual rate, commencing one 
year from the date of grant, on a cumulative basis. (In the event that the employee's 
normal date of retirement occurs within the period of ten years, the balance of 
shares optioned on a ten year basis shall be exercisable forthwith within three 
months from his normal retirement date.) 


Name of Individual or Number of 
Identity of Group Position Shares 
W. P. Arnold Director and Vice-President 1,500 
G. R. Albino Vice-President and Nominee 
for election as a Director 1,500 


All Directors and Officers 
as a group (including the 


persons named above) 10,500 
Other employees of 
Rio Algom 28,500 


PENSION PLANS 


There are two contributory pension plans currently in effect for the benefit of 
salaried and non-unionized employees of the Company (which category would 
include all of the employees of the Company to whom it is presently anticipated 
that options may be granted). Under one such plan, which provides benefits with 
respect to periods of service prior to January 1, 1966, employees contributed 5% of 
earnings and the Company contributed an amount sufficient to purchase a life an- 
nuity (with five years certain) when a member of the plan reached the age of 65. 
Upon normal retirement, the amount of the monthly benefit will equal 112% of 
average monthly earnings during the last ten years of service under this plan, multi- 
plied by the number of years of participation in this plan. (In addition, employees 
who were salaried members of the Toronto office staff at July 1959 are eligible for 
past service benefits, the cost of which was paid in prior years). 


Under the second such plan, which provides benefits with respect to periods of 
service after January 1, 1966, employee contributions range from 3%% to 5% of 
salary and the Company contributes an amount sufficient to cover the balance of 
cost (approximately equal in total to employee contributions). Contributions and 
benefits are not provided on that portion of an individual’s remuneration which 
exceeds $30,000 per annum. The formula for calculating pension and other benefits 
is uniform for all members, with no distinction being made between officers and 
other salaried employees. The amount of benefits payable to each member is 
dependent upon years of service and average final remuneration. 


The following tabulation sets out the amounts set aside or accrued under the 
two pension plans during the periods and for the persons or groups indicated : 
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Name of Individual or Amount Set Aside or Accrued 


Identity of Group 1963 1964 1965 1966 1967 
Robert D. Armstrong (a) S  AR7B9 sey 9 
W. P. Arnold $1,500° ~ $1,500" S$ 1,500"S) > 197885S 14789 
O.S. Leslie (b) StS 89te 1,760 


All Officers and Directors as a 
group (including the three 
shown above in their res- 
pective periods of office) $9,932 $9,630 $10,364 $ 13,969 $ 17,051* 


All other salaried employees (c) $359,867 $394,188 


(a) Mr. Armstrong’s employment with the Company commenced in May, 1966. 
(b) Mr. Leslie’s employment with the Company commenced in June, 1966. 


(c) It is not practicable to furnish information for this category for periods prior 
to January 1, 1966 since a substantial number of employees presently within 
this category were covered by a separate pension plan for employees of the 
Company’s Steel Division which covered both hourly-paid and salaried em- 
ployees without distinction. 


Under the foregoing plans, Messrs. Armstrong, Arnold and Leslie will be entitled 
to receive annual pensions of $8,110, $8,010 and $6,281 * respectively, at normal 
retirement date, assuming that their direct compensation from the Company re- 
mains unchanged until that date. 

* Pursuant to the terms of his employment, Mr. O.S. Leslie is guaranteed a total annual pension at 
normal retirement date of $20,000. An annuity policy has been taken out in the name of the Com- 


pany which will bring Mr. Leslie’s total pension to $20,000 per annum. The premium paid in 1967 
on this annuity policy was $13,978. 


In 1963 a subsidiary acquired by the Company as of December 31, 1962 took 
over from its predecessor a bonus plan for executives and a dividend-sharing plan 
for all other employees. These plans were terminated at December 31, 1963. The 
amounts paid to persons who were directors or officers of the Company or em- 
ployees of the Company or such subsidiary during the last five years pursuant to 
these plans and in settlement of amounts due and payable when the plans were 
terminated are as follows: 


1963 1964 1965 1966 1367 


Executive Bonus Plan* 
Directors & Officers 
Other Executives 

Dividend Sharing Plan: 
All Employees $631,327 — — —— — 

* Does not include $65,000 due and payable as at December 31, 1963 under the Executive Bonus 


Plan to a director and officer of the Company who elected to receive this amount in instalments of 
$13,000 in each of the years 1966 to 1970, inclusive. 


$ 77,125 $64,750 — = ae 
$ 6 


7,800 $90,350 $10,075 — — 


No payments were made under this Plan to any of the three Directors and officers 
named in the tabulation of direct remuneration. 


In accordance with individual supplemental pension arrangements continued for 
certain persons who were formerly employed by the above-mentioned predecessor, 
the following additional amounts have been set aside for an officer and for an em- 
ployee of the Company who are eligible to receive options under the Stock Option 
Plan: 


1963 1964 1965 1966 1967 


Officer $1,062!\6 $1,062% "91,062 2 SFO") 5S 625 
Employee $3,021 $3,600" |), $3,000MPi $1,974 *S27082 


APPOINTMENT OF AUDITORS 


The firm of Coopers & Lybrand, Chartered Accountants, or its predecessor firm, 
Cooper Brothers & Co., first audited the accounts of the Company in 1960 and has 
been regularly appointed to the office of Auditors of the Company by the share- 
holders in each ensuing year. The management of the Company is informed that no 
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member of this firm has any interest, financial or otherwise, direct or indirect, in the 
Company or any of its parents or subsidiaries. Unless otherwise instructed, proxies 
which are received pursuant to this solicitation will be voted for the appointment of 
Coopers & Lybrand as auditors of the Company. 


SOLICITATION OF PROXIES 


The Company will bear the cost of preparing, assembling and mailing the Notices 
of Annual and General Meeting of Shareholders, Proxy Statements and forms of 
Proxy for the Annual and General Meeting of Shareholders. In addition to the use 
of the mails, proxies may be solicited on behalf of Management by officers, Directors 
and regular employees of the Company personally or by telephone. 


Under the provisions of The Corporations Act (Ontario), a shareholder giving a 
proxy has power to revoke it. The following is the revocation procedure prescribed 
in Section 75 (a) (4) of The Corporations Act. 


“In addition to revocation in any other manner permitted by law, a proxy may 
be revoked by instrument in writing executed by the shareholder or by his at- 
torney authorized in writing or, if the shareholder is a corporation, under its 
corporate seal or by an officer or attorney thereof duly authorized, and deposited 
either at the head office of the Company at any time up to and including the last 
business day preceding the day of the meeting, or any adjournment thereof, 
at which the proxy is to be used or with the chairman of such meeting on the 
day of the meeting, or adjournment thereof, and upon either of such deposits 
the proxy is revoked.” 


Each shareholder has the right to designate as his proxy a person other than 
Mr. Armstrong or Mr. Baker, the management nominees, to attend and act for 
such shareholder at the Annual and General Meeting of Shareholders. Any share- 
holder desiring to exercise such right may do so by striking out the names of the 
management nominees in the enclosed form of proxy and inserting in the space 
provided the name of the person so appointed as his proxy, or may do so by 
executing a proxy in form similar to the enclosed form. 


OTHER BUSINESS 


The management does not know of any other matters that may come before the 
meeting. It should be noted, however, that the enclosed form of proxy is a discre- 
tionary proxy and if any other matter should properly come before the meeting, the 
shares represented by the enclosed form of proxy will be voted by Mr. Armstrong or 
Mr. Baker, the management nominees, upon such other matters in accordance with 
the best judgment of such management nominees. 


By Order of the Board of Directors 
G. BAKER 
Secretary 
Toronto, Canada, February 23, 1968. 
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